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Economic Developments in the United Kingdom 


The U.K. bank rate was reduced on October 5 from 
7 per cent to 62 per cent. It was explained officially 
that the very high rate of 7 per cent was introduced 
in July to reinforce the other restrictions on credit, 
which are continuing, and to help in relieving the 
pressure on sterling. Enough progress has now been 
made toward the short-run objectives to justify a reduc- 
tion of % per cent in the rate without prejudicing the 
attainment of the long-run objectives which the Chan- 
cellor of the Exchequer announced in July (see this 
News Survey, Vol. XIII, pp. 225 and 233). 

Referring to the reduction in the bank rate, the 
Chancellor emphasized that “this is certainly not an 
indication that the time has come to relax any part 
of our policy. The credit restrictions and the other 
measures must still continue, and the new level of 
bank rate—which is, of course, still a very high rate— 
is, in my judgment, entirely consistent with this.” 

The Chancellor said that the view he formed in 
July that special action was needed to curb the pres- 
sure of home demand at a time when exports were 
not increasing enough had been confirmed by subse- 
quent evidence. The latest figures showed that in the 
second quarter of this year the wage and salary bill 
was 9% per cent higher than a year earlier, and 
consumption and retail sales showed a strong upward 
trend in the first seven months of 1961. Investment 
was rising rapidly, and the forces making for a further 
rise were still strongly at work. In response to the 
pressure of home demand, industrial production rose 
by about 4 per cent between the end of 1960 and the 
middle of 1961; there was no perceptible reduction of 
pressure in the labor market. The Chancellor com- 
mented that, in such a situation, the United Kingdom 
had to show clearly that it intended to defend sterling. 
The immediate cost of sustaining sterling was heavy. 
Not only is it necessary that the bank rate be high; in 
addition, the drawing of $1,500 million from the Inter- 
national Monetary Fund (IMF) must be repaid within 
three to five years. The Chancellor remarked that the 
alternative of a floating exchange rate or, still worse, 
devaluation was quite unacceptable because it would 
destroy the stability of world trading conditions and 


lower the standard of living in Britain. “It would be 
sheer defeatism to suppose that it is not possible for 
us to be competitive at the present exchange rate. It 
is a matter of restoring a healthy trend in our costs 
and prices and of keeping the way clear for exports to 
absorb the proper share of our increasing resources.” 

The immediate results of the measures taken in 
July have been satisfactory. Speculative pressure on 
the pound has been stopped. Advances of the London 
clearing banks and Scottish banks have fallen since 
July by £250 million, more than 6 per cent. In regard 
to wages and salaries, the Government is making a 
deliberate effort to try to deal with what has been a 
major source of weakness in the economy. There has 
been a persistent tendency for wages and salaries to 
rise at a much faster rate than national productivity 
since the end of the war, and the Chancellor said he 
wanted to move toward a better relationship in the 
longer term between increases in personal incomes and 
increases in national productivity. In the meantime, 
he had asked for a pause in the growth of personal 
incomes which called for restraint on the part of all 
sections of the community (see this News Survey, 
Vol. XIII, pp. 250 and 274). 

Gold and convertible currency reserves rose by 
£24 million, to £1,269 million, in September. The 
actual inflow of funds was probably much larger than 
£24 million, as the United Kingdom had made what 
has been described as a “substantial reduction” of the 
outstanding debt owed to European central banks under 
the Basle Agreement. The actual amount of this 
reduction has not been specified, but it appears certain 
to have been more than the £18 million which Britain 
received from the IMF in September as the remainder 
of the drawing negotiated in August. The increase in 
reserves in September reflects mainly an inflow of 
short-term funds attracted partly by the high interest 
rates available in London and partly by the strength 
of the pound, relative to the dollar, in the foreign 
exchange market. On October 3, sterling reached 
$2.81, a new peak for 1961. 

Sources: The Times, London, England, October 4 
and 6, 1961. 


CUMULATIVE SUMMARY INDEX 


A cumulative summary index of the News Survey for the period January-September 1961 will be mailed 
during the week of October 16. The summary index covering the first six months of the year may then be 
discarded. The customary fully detailed index will be issued after the completion of Volume XIII. 
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Oil Tanker Situation 

In the first half of 1961, some 5 million deadweight 
tons of new tankers were added to the world fleet of 
some 65 million tons. Although there were no signs of 
the surplus of tankers disappearing or of tramp freight 
rates being revived above a marginally profitable level, 
another 3 million tons of orders for oil tankers were 
placed. The greater part of the new orders was from 
tramp tank owners, mainly Norwegian, for delivery 
in 1962 and 1963. 

There is no assurance of more profitable employment 
for oil tankers in the coming few years. Apart from 
the new tonnage scheduled to be delivered, there are 
the laid up tankers (which in June amounted to 
4% million tons) and tankers (2 million tons) which 
Carry grain to Mainland China and other countries. 

The seasonal winter revival in oil carryings may 
cause a little more pressure this year, but this will not 
occur if a large number of idle tankers are reactivated 
at once, as happened last December. Beyond the imme- 
diate few months, all signs indicate that the market 
will remain bearish. Tonnage permanently withdrawn 
still remains at less than 3 million tons a year. Oil con- 
sumption continues to grow, but the restriction upon 
U.S. imports and the opening up of oilfields in North 
Africa augur a slower rate of growth in the ton-mileage 
of oil moved by sea. With the expiration of contracts 
placed at the time of the Suez crisis, the larger oil 
companies are again chartering tankers on long-term 
contracts, but at rates that offer very small profit mar- 
gins. In their own building plans, the oil companies 
are remaining decidedly, and perhaps significantly, 
more cautious than tramp owners. 

Source: The Economist, London, England, Septem- 
ber 9, 1961. 


Europe 


Scandinavian Woodpulp Prices 

Exporters of Scandinavian woodpulp have agreed 
to maintain in the fourth quarter of 1961 the same 
prices and discounts for exports that were set for the 
third quarter (see this News Survey, Vol. XIII, p. 178); 
one exception is viscose cellulose, the price of 
which has been lowered by 3 per cent. Purchasers 
seem to have accepted the price level, but the export 
market in general is dull, partly because purchasers 
in Western Europe are reducing their stocks. In addi- 
tion, U.S. and Canadian competition is still felt on the 
Western European markets; the overcapacity of the 
U.S. and Canadian pulp mills is so large that, despite 
higher domestic demand, the mills are able to continue 
substantial exports to Western Europe. 

Total paper consumption in the world, however, is 
rising sharply, and, in the longer run, demand for 
woodpulp may be expected to increase. Therefore, 


when utilization of present stocks is terminated, the 
buying tendency of importers may increase strongly. 


Source: Finanstidningen, Stockholm, Sweden, Septem- 
ber 20, 1961. 


Modification of Price Controls in Iceland 


The price control committee in Iceland has exempted 
certain commodities from wholesale and retail price 
controls for a trial period beginning September 1, 1961 
and ending August 31, 1962. This action applies to 
certain goods within the following commodity groups: 
canned foods and vegetables, spices, toilet articles, 
clothing, ladies’ shoes, building materials, fountain 
pens, office machinery, and watches. In addition, the 
committee has allowed increases in the retail markup 
of cereals and sugar, biscuits, dried fruit, and oleo- 
margarine. 

Since the devaluation of the kréna in February 1960 
(see this News Survey, Vol. XII, p. 261), the business 
community has been urging the government authorities 
to modify the price control system. Recently, retailers 
have argued that they have been operating at a loss 
for the past 18 months and that it would be impossible 
to absorb the recent wage increases granted employees 
without an increase in markups. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., October 9, 1961. 


Economic Conditions in Norway 


The Norwegian Central Bureau of Statistics reports 
that production and demand in Norway continued to 
rise in July and August. Imports of merchandise in- 
creased strongly, and the labor market became more 
strained. For the second half of 1961, however, there 
are some signs that the rise in production and demand 
may be less sharp than in the first half of the year. 

Industrial production in July was 7.5 per cent higher 
than in July 1960. An increase in the availability of 
raw materials for the herring oil and fishmeal indus- 
tries led to an exceptionally sharp increase in output 
by the oil and fats industry. In addition, production 
at the Esso Oil Refinery, which, unlike other industries, 
is not interrupted by holidays, contributed considerably 
to the rise in total industrial output in July. When 
account is taken of these factors and also of normal 
seasonal variations, industrial production may have 
been somewhat lower in July than in the two preceding 
months. A comparison is most difficult, however, 
because of the labor conflicts that affected some indus- 
tries in May and June. 

Employment increased very sharply; part of the 
increase may have been due to the fact that the 
number of students seeking jobs for the summer months 
was greater than usual. It is estimated that at the end 
of July there were 17,000 more workers in paid 
employment than at the same time a year earlier. 
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Provisional estimates show that the total wage bill 
was about 8 per cent higher in the first half of 1961 
than in the first half of 1960. The increase in wage 
earners’ real disposable income after taxes, however, 
rose by only about 5 per cent. National income esti- 
mates indicate that in the first half of 1961 the volume 
of private consumption was about 7 per cent higher 
than in the first half of 1960, the rise being due mainly 
to heavy purchases of durable goods. Apart from 
purchases of automobiles and television sets, private 
consumption in real terms in the first half of 1961 was 
not more than 4 per cent higher than in the same 
period in 1960. Thus far in the second half of 1961, 
there appears to have been a marked decline in sales 
of automobiles, which implies that consumption for 
the entire half year may rise less sharply than in the 
second half of 1960. There are also some signs which 
suggest that investment demand and activity have not 
increased as strongly as earlier in the year. Starts in 
the regulated building sector in June and July were 
about the same as in the corresponding months of 
1960; the number of building permits granted was 
lower; and at the end of July the acreage of regulated 
building under construction was 2 per cent less than a 
year earlier. 

The value of exports in July was 4 per cent higher 
than in July 1960, and in August, 8 per cent higher 
than in August of last year. Although these increases 
exceéded those in the first half of the year (when 
exports were only 2.5 per cent above those in the first 
half of 1960), the trend in the third quarter is still not 
clear, since exports in the third quarter of 1960 were 
particularly low. However, it would seem that, for 
some Norwegian goods, sales prospects have become 
less favorable. This applies to certain woodpulp and 
paper products, oils, and fats. The value of imports, 
excluding ships, in July and August was about 9 per 
cent higher than in the corresponding months of 1960, 
the same rate of increase that was recorded for the first 
six months of 1960. 

The balance of payments deficit on current account 
in the first seven months of 1961 amounted to 
NKr 1,220 million ($171 million), compared with 
NKr 309 million ($43 million) in the same period of 
1960. For the most part, the increase in the deficit 
was covered by increased loans in connection with 
imports of ships. Foreign exchange reserves rose by 
NKr 66 million in the period January-July 1961; in the 
same period in 1960, they had risen by NKr 89 million. 
When imports and exports of ships are excluded, there 
was a current account surplus of almost NKr 40 million 
in the seven-month period this year, considerably less 
than the surplus of NKr 481 million in the same period 
of 1960. 

Source: Statistisk Sentralbyra, Statistisk Ukehefte, Oslo, 
Norway, September 28, 1961. 


Foreign Exchange Holdings of Denmark 


The net foreign exchange holdings of the National 
Bank of Denmark and the commercial banks amounted 
to about DKr 1,170 million ($170 million) at the end 
of September. 

Despite the fact that net capital imports on public 
account are estimated to have been about DKr 150 mil- 
lion larger in January-September 1961 than in January- 
September 1960, the net foreign exchange holdings 
declined by DKr 235 million in the first nine months 
of this year, compared with a decline of DKr 217 mil- 
lion in the same period of 1960. The net foreign 
exchange holdings of the National Bank declined by 
DKr 231 million, to DKr 1,206 million ($175 million), 
this year, while those of the commercial banks fell by 
about DKr 4 million. At the end of September, the 
net foreign debt of the commercial banks was about 
DKr 35-40 million. 


Source: Bgérsen, Copenhagen, Denmark, October 4, 
1961. 


Gross National Product of Germany 

Preliminary estimates of the gross national product 
(GNP) of the Federal Republic of Germany for the 
first half of 1961, published by the Deutsche Bundes- 
bank in its latest monthly report, reveal a definite 
slowing down in the growth of total output from last 
year’s impressive rate. At current market prices, GNP 
is estimated at DM 146 billion ($36 billion) for the 
period, 10.8 per cent more than in the corresponding 
period of 1960; in real terms, the increase is estimated 
at 6 per cent, compared with more than 8 per cent 
for the whole year 1960 over 1959. According to the 
Bundesbank, the large discrepancy between the nominal 
and the real growth is due mainly to the lower average 
level of import prices following the revaluation of the 
deutsche mark in March 1961. The upward movement 
of domestic prices continued at about the same rate as 
in 1960; they were about 3 per cent higher on the 
average than in the first half of that year. 

The slowing down in the growth of total output was 
due mainly to smaller productivity gains than in 1960. 
Real GNP per employed person probably rose by no 
more than 4.5 per cent in the first half of 1961, com- 
pared with an increase of 6.1 per cent in 1960. The 
number of gainfully employed persons continued to 
increase at about the same rate as last year, but the 
average number of hours worked each week was some- 
what smaller. 

The value of gross fixed investment was more than 
16 per cent higher than in the first half of 1960; this 
was about the same as the rate of growth recorded for 
1960 as a whole. Investment in machinery and equip- 
ment rose by 19 per cent (18 per cent in 1960) and 
building expenditure by 14 per cent (15 per cent in 
1960). The leveling off in the flow of orders for 
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investment goods since the autumn of 1960 did not 
affect the output of investment goods in the first six 
months of 1961. Investment in inventories was notice- 
ably smaller than last year. 


Private consumption continued to expand at an 
appreciable rate; it was 9.5 per cent higher in the 
first half of 1961 than in the same period of 1960. 
Public consumption rose somewhat less (under 10 per 
cent) than in the first six months of last year (over 
12 per cent). 


Owing mainly to sizable increases in wages and 
salaries, disposable incomes of private households were 
some 11 per cent higher than in the first half of 1960. 
For 1960 as a whole they had risen by 9 per cent. 
Average gross earnings were 11.3 per cent higher in 
the first six months of 1961 than in the same period 
a year earlier; for the entire year 1960, they were 
8.9 per cent more than in 1959. Transfer payments 
from government sources also rose more (5.8 per cent) 
than in 1960 (3.8 per cent), though appreciably less 
than gross earnings. Private savings were about 30 per 
cent higher than during the first half of 1960. This 
increase is related to the sale of Volkswagen shares to 
the public; purchases of other securities were below 
those a year earlier. The savings ratio increased from 
7.9 per cent in the first half of 1960 to 9.3 per cent 
in the first half of this year. 


The high rate of savings has, to some extent, offset 
the demand effect of the continuously large wage and 
salary increases. As a result, the increase in unit labor 
costs deriving from the rising discrepancy between 
productivity gains and the rise in wages and salaries 
has not been fully reflected in rising prices. The marked 
decline in the cost of imports following the revaluation 
of the deutsche mark and the subsequent increase in 
foreign competition has also helped to contain the 
upward price movement. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, September 1961. 


Austria's Balance of Payments 


Austria’s over-all balance of payments improved 
considerably during the first half of 1961; net foreign 
monetary assets declined by only $15 million, com- 
pared with a decline of $47 million during the first 
half of 1960. As exports increased by 8 per cent, to 
$582 million, and imports by 9 per cent, to $735 mil- 
lion, the trade deficit (excluding unrequited net exports 
to the Soviet Union amounting to $15 million) was 
somewhat larger (by about $16 million) than during 
the corresponding period last year. The service ac- 
count, on the other hand, showed a surplus of $100 
million, mainly as a result of a further increase in 
receipts from tourism. There was also a surplus of 


$20 million on capital account, in contrast to a deficit 
of $6 million in the first half of 1960. 

Further improvement in the balance of payments 
during the third quarter of 1961 is indicated by the 
fact that at the end of September the (gross) gold and 
foreign exchange holdings of the Austrian National 
Bank amounted to some $750 million, compared with 
$702 million at the end of September 1960. 


Sources: Osterreichische Nationalbank, Mitteilungen, 
August 1961, and Wochenbericht, Septem- 
ber 30, 1961, Vienna, Austria; Austria: 
Commerce, Finance, Economy, New York, 
N.Y., Vol. IV, No. 13. 


Netherlands Budget for 1962 


The Netherlands budget for the calendar year 1962 
provides for total expenditure of f. 11,160 million 
($3,100 million)—covering f. 9,087 million for cur- 
rent expenditure and f. 2,073 million for capital 
expenditure—and estimated revenue of f. 10,885 mil- 
lion ($3,023 million). Thus, the estimated deficit is 
f. 275 million ($76.4 million), compared with a 
probable deficit of f. 1,547 million for 1961. Total 
expenditure in 1962 is expected to be 4.7 per cent 
lower, and total revenue 7.3 per cent higher, than the 
probable results for 1961. The Government does not 
intend to issue any loans on the open capital market 
next year; the so-called “advance subscription ac- 
counts” held by institutional investors with the Treas- 
ury are expected to provide means of financing that 
will be considerably in excess of the estimated deficit. 

The revenue estimates for 1962 take into account 
(1) an increase of f. 930 million in the proceeds of 
taxes resulting from the further growth of the economy, 
(2) a reduction in income tax rates and pay-as-you- 
earn tax rates, which will become effective on July 1, 
1962 and may result in a decrease of f. 215 million 
in tax revenue in 1962, and (3) a reduction in tax 
rates on incomes of working married women, to 
become effective on January 1, 1962 and cause a 
reduction of f. 50 million in revenue. The temporary 
increase in the company tax, introduced a few years 
ago, will be abolished on January 1, 1962. 


Military cash expenditure in 1962 is expected to 
rise to f. 2,136 million, from f. 2,061 million in 1961 
and f. 1,942 million in 1960. 


The budget memorandum points to two anticyclical 
elements in Netherlands fiscal policy. First, the budget 
deficit is on the decrease; the Government is thus 
adapting itself to the changing conditions on the capital 
market, where the demands of lower public bodies and 
the private sector are increasing. Second, in the last 
few years the Government has raised larger amounts 
of funds than were actually required to cover the over- 
all deficit; in this manner, the Government has con- 





INTERNATIONAL FINANCIAL News SurRVEY, Vol. XIII, No. 40, October 13, 196] 


tributed to a decline in the ratio of liquid assets held 
by the public to national income. Following a sub- 
stantial increase in 1958, this ratio has been falling 
gradually, despite large balance of payments surpluses. 


Source: Ministry of Finance, Press Bulletin, The 
Hague, Netherlands, September 19, 1961. 


Long-Term Export Credits in Belgium 

The Belgian Minister of Trade has announced that 
an institute to facilitate the extension of long-term 
credits for exports will soon be established. In his 
statement, the Minister said that during the past few 
years many European countries had found ways and 
means to by-pass the Bern Convention with regard to 
financing exports. It was therefore necessary that 
Belgium should have an organization which could, in 
exceptional cases, extend credits on long term. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 30, 1961. 


Middle East and Africa 


Economic Conditions in Libya 

In 1960, Libya experienced another year of eco- 
nomic growth, fostered mainly by increased activities 
in oil exploration. The balance of payments showed a 
surplus, owing mainly to substantial expenditures by 
the foreign oil companies and to grants received from 
abroad. There was an increase in the trade deficit, 
however, from £L 38.3 million ($107.2 million) in 
1959 to £L 55 million ($154 million) in 1960; imports 
rose by £L 16.6 million, to £L 59 million, while 
exports remained unchanged at £L 4 million. 

Bank credit to the private sector rose by £L 3 mil- 
lion, compared with an increase of £L 2 million in 1959. 
Although government deposits continued to increase, 
the money supply went up by 16 per cent, and prices 
rose at a faster rate than in 1959. 

Early in 1961, a Five-Year Development Plan was 
published, providing for total expenditure of £L 25 mil- 
lion, the same amount proposed by a mission from the 
International Bank for Reconstruction and Develop- 
ment. The Plan will be financed partly from oil royalties. 
Following completion of the first pipeline, the first oil 
shipments from Libya are scheduled for January 1962 
(see this News Survey, Vol. XII, p. 217). A second 
pipeline will be completed in the second half of 1962. 
Sources: National Bank of Libya, Fifth Annual Report 

of the Board of Directors, Year Ended 
March 31, 1961, May 1961, and Monthly 
Review, September 15, 1961; Ministry of 
National Economy, Central Statistics Office, 
Statistical Summary, various issues. 


Far East 
India’s Balance of Payments 


Provisional estimates of India’s balance of payments 
on current account for the quarter ended March 31, 
1961 show a deficit of Rs 1,171 million ($246 million), 
compared with a deficit of Rs 741 million ($156 mil- 
lion) for the corresponding quarter of 1960. While the 
value of exports rose by Rs 46 million, to Rs 1,610 mil- 
lion, owing mainly to increased earnings from jute 
textiles, imports increased by Rs 303 million, to 
Rs 2,825 million, thereby increasing the trade deficit 
from Rs 958 million to Rs 1,215 million. 

Of the total current account deficit, Rs 599 million 
was with the dollar area, Rs 371 million with member 
countries of the Organization for European Economic 
Cooperation, and Rs 131 million with the sterling area. 
The deficit was financed by a net inflow of Rs 902 mil- 
lion on capital account, receipts of Rs 115 million from 
unrecorded transactions, and the use of Rs 154 million 
of foreign exchange reserves. 

For the fiscal year April 1960-March 1961, India 
had a current account deficit of Rs 3,651 million 
($767 million). The deficits for each of the four 
preceding years of the Second Five Year Plan period 
were as follows: 1959-60, Rs 1,826 million; 1958-59, 
Rs 3,261 million; 1957-58, Rs 4,270 million; and 
1956-57, Rs 3,123 million. 

Source: Reserve Bank of India, Bulletin, Bombay, 
India, July 1961 


Sugar Contract Between China (Taiwan) and Japan 

A three-year contract, to become effective Novem- 
ber 1, 1961, has been signed by the Taiwan Sugar 
Corporation and two Japanese associations, the Japan 
Sugar Refiners Association and the Japan Sugar Im- 
porters and Exporters Council. The Taiwan Corpora- 
tion will ship 400,000 metric tons of sugar to Japan 
in the first year; in the second and third years, the 
annual shipment will be between 350,000 and 450,000 
metric tons. Estimated at the current market price, 
the total value of the contract will approximate 
US$100 million. Sugar accounts for about half of the 
total value of exports from Taiwan to Japan each year. 

Trade relations between the Republic of China and 
Japan entered a new phase on October 1, 1961. Trans- 
actions between the two countries are being settled in 
U.S. dollars or other agreed convertible currencies 
instead of through the open account system in use 
since 1951 (see this News Survey, Vol. XIII, p. 175). 
Source: Chinese News Service, Free China Weekly, 

New York, N.Y., October 3, 1961. 


Japan's Trade and Exchange Liberalization Program 
The Japanese Government adopted on September 26 


a new program for the liberalization of trade and 
exchange, to replace the program adopted in June 1960 
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(see this News Survey, Vol. XIII, p. 246). The new 
program aims at raising the liberalization ratio for 
imports (on a 1959 basis) in four stages, i.e., to 
68 per cent on October 1, 1961, 70 per cent on 
December 1, 1961, 74-75 per cent on April 1, 1962, 
and 90 per cent on October 1, 1962. The ratio was 
40 per cent in April 1960 and 65 per cent in July 1961. 
The original program aimed at a ratio of 80-90 per cent 
in three years from June 1960. When the program is 
completed in October 1962, the number of liberalized 
items will have been increased to 980, from some 
290 at present. This will leave restrictions on 120 items, 
including passenger cars, heavy generators, coal, sugar, 
and rice; the authorities intend to apply for a waiver 
of obligation for these items, under provisions of the 
General Agreement on Tariffs and Trade. It is also 
intéhded to teduce ‘as much as possible ‘various pro- 
cedural restrictions on imports, and to put the remain- 
ing restricted items on a “negative list” by April 1, 1962. 


In regard to exchange controls, the measures to be 
taken by the end of this year include further simplifi- 
cation of regulations concerning current transactions 
and abolition of the system of designating currencies 
eligible for payment for international transactions. 
At present, in addition to the yen, 14 currencies are 
so designated. 


The basic policies to be pursued in carrying out the 
liberalization program include improving the balance 
of payments, modernizing agriculture and small and 
medium-sized enterprises, improving the industrial 
structure, adjusting tariff rates, and seeking the elimi- 
nation of discriminatory treatment by other countries 
against Japanese goods. 


Source: Nihon Keizai Shimbun, Tokyo, Japan, Sep- 
tember 26, 1961. 


U.S. Dollar Bond Issue by Japan 


A $20 million bond issue of the Japan Development 
Bank offered in the New York market (see this 
News Survey, Vol. XIII, p. 294) was oversubscribed. 
A block of $15 million of 6 per cent bonds, due 
in 1976, was offered to the public at 954%. The remain- 
der of the issue was placed with institutions at 100: 
$1.6 million of 5 per cent bonds, due 1964; $1.7 mil- 
lion of 5¥@ per cent bonds, due 1965; and $1.7 million 
of 5% per cent bonds, due 1966. Principal and interest 
payments are guaranteed by Japan. 


The Development Bank is a government institution 
that supplies long-term funds to Japanese industry. 
The proceeds of the recent offering will be converted 
into Japanese yen and used to make loans to certain 
private electric power companies. 


Source: The Wall Street Journal, New York, N-Y.. 
October 4, 1961. 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Balance of Payments Yearbook 


Volume 13 of the Balance of Payments Yearbook 
series is being published monthly in loose-leaf form. It 
will contain basic statistics, with explanatory notes, for 
the years 1956-60 and will provide a comprehensive 
record of the international transactions of some 75 coun- 
tries. For the majority of countries, regional details of 
the basic data for 1960 will be shown; figures for the first 
halves of 1960 and 1961 will be given for the countries 
that report such data. In addition, Volume 13 will con- 
tain summary statements for the individual countries, ex- 
pressed in U.S. dollars and covering several years. The 
analytic material in Volume 12 and earlier volumes will 
be brought to date, and new analytic statements will be 
added. The first loose-leaf sections were issued in June 
1961, and the last will probably be issued in May 1962. 


Volume 13 introduces a new form of basic presenta- 
tion designed to make the statistics more readily usable 
for balance of payments analysis and to increase their 
comparability with national account and sector finance 
statistics. Since Volume 12 also covers data for 1956-59, 
a comparison of the figures for these four years in the 
new and old forms of presentation may easily be made 
The provisional statements providing the latest data avail- 
able are being continued as a feature of the Yearbook 


For Volumes 12 and 13, the subscription price is 
$7.50 a volume; a binder for filing the loose-leaf sections 
may be purchased for $3.50 


Staff Papers 


Staff Papers contains studies prepared by members of 
the Fund staff on monetary and financial problems. The 
scope of the studies included is illustrated by the titles 
of the articles in Volume VIII, No. 2, May 1961: “Pro- 
fessor Triffin on International Liquidity and the Role of 
the Fund,” by Oscar L. Altman; “A Brief for the 
Defense,” by Robert Triffin; “An Exchange-Market 
Analysis of the U.S. Balance of Payments,” by Walter R. 
Gardner; “Some Mathematical Notes on the Quantity 
Theory of Money in an Open Economy,” by S. J. Prais; 
“Money Supply and Imports,” by J. Marcus Fleming and 
Lorette Boissonneault; “Relative Growth of Exports of 
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Credit Relaxation in the Philippines 


The Monetary Board of the Central Bank of the 
Philippines has approved an arrangement whereby the 
Development Bank of the Philippines would make 
available each month P 15 million to the commercial 
banks to help them in their efforts to provide medium- 
term and long-term finance for business and industry. 
(For earlier measures taken by the Monetary Board to 
ease credit conditions, see this News Survey, Vol. XIII, 
pp. 166 and 183.) The move is intended to help boost 
industrial and agricultural production, and at the same 
time to relieve the commercial banks of the burden of 
providing development finance; they will thereby be 
able to concentrate on their normal function of provid- 
ing short-term finance for business. The efforts of the 
commercial banks to make development finance avail- 
able ‘have apparently been a’ major réason for ‘the 
recent tightness of bank credit. 


Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., August 18, 1961. 


Western Hemisphere 


Canadian Gross National Product and Balance of Payments 

The production of goods and services in Canada 
moved upward again in the second quarter of 1961, 
following a slackening in activity during the first 
quarter. At a seasonally adjusted annual rate, gross 
national product in the second quarter was $36,280 
million, almost 2 per cent more than in the preceding 
three months. This gain was due in part to changes 
in interest and dividend transactions with nonresidents; 
exclusive of these, the rise was about 1 per cent. 

The second-quarter improvement reflected a sub- 
stantial advance in consumer expenditures, higher 
government purchases, and small increases in exports 
and business inventories. Despite lower expenditures 
for new housing and business machinery and equip- 
ment, total final purchases rose by about $0.3 billion. 
The effect of this rise on total output was augmented 
by a decline in the supply of imported goods and 
services. 

A 13 per cent increase in corporate profits and a 
1% per cent gain in labor income were the major 
factors in the 3 per cent rise in national income during 
the quarter. Total personal income advanced by about 
1 per cent, but, owing to a sharp rise in personal 
direct tax collections, disposable income increased only 
fractionally. 

After seasonal adjustment, the volume of goods 
and services in the second quarter was close to the 
peak attained 15 months earlier and more than 1 per 
cent higher than output in the first quarter of this 
year. Goods-producing and service-producing indus- 
tries shared evenly in the gain from the first to the 


second quarter. Among the goods-producing indus- 
tries, increases in production ranged from 1 per cent 
in forestry and 2 per cent in manufacturing to over 
5 per cent in public utilities and mining. In the services 
group, the largest increase, about 4 per cent, was in 
the transportation, communication, and _ storage 
industry. 

Canada’s deficit from transactions in goods and 
services with other countries was $323 million in 
the second quarter of 1961 and $670 million in the 
half year. These deficits compare with $470 million 
and $791 million, respectively, in the same periods of 
1960, and were less than the deficits in the same 
periods since 1955, with the exception of the first half 
of 1958. The improvement from the second quarter 
of 1960 to the second quarter of 1961 was due mainly 
to a 40 per cent rise in merchandise exports to. over- 
seas countries other than the United Kingdom. For the 
half year, the improvement over the same period in 
1960 was the joint effect of an increase in merchandise 
exports and a decrease of roughly similar magnitude 
in imports. The deficit on services in the first half of 
1961, amounting to $627 million, was some 12 per 
cent greater than in the corresponding period of 1960, 
mainly because of heavy dividend transfers in the first 
quarter rather than in the final quarter of 1960 and 
larger interest payments on bonds. 

The net inflow of long-term capital rose from 
$148 million in the first quarter of 1961 to $252 mil- 
lion in the second quarter, when portfolio capital 
reasserted itself as the largest single source of capital 
inflow into Canada. Three fourths of the total port- 
folio inflow took the form of investments in corporate 
funded debt and corporate equities. Direct investment 
in foreign-controiled enterprises in Canada _ rose 
slightly. 

Features of other capital movements in the first 
half of 1961 were the return to Canada of $183 million 
of Canadian private and bank. holdings of foreign 
exchange, in contrast to outflows which augmented 
these holdings during most of 1960, and the substantial 
inflow of $144 million from borrowings from non- 
residents by finance companies and from the growth in 
holdings by nonresidents of Canadian commercial 
paper. 

Canada’s official holdings of gold and foreign ex- 
change rose by $50 million during the second quarter 
of 1961, following an increase of $105 million in the 
first quarter. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 28, 1961. 


IDB Loans 

The Inter-American Development Bank (IDB) has 
announced the approval of the following loans, which 
in all cases will be amortized by equal semiannual 
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installments beginning at different intervals, as speci- 
fied, after the signing of the loan contract. Repayment 
will be in the currencies lent. 

Colombia, September 8: $500,000 for 5 years, with 
interest at 554 per cent. Up to $300,000 will be in 
dollars or the equivalent in currencies of other member 
countries, and up to $200,000 will be in Colombian 
pesos. Repayment will begin after 2% years. The 
loan will be used by a Colombian Government agency 
to finance specialized studies of specific projects within 
the framework of the Government’s four-year develop- 
ment plan. 

Mexico, September 8: $13 million for 20 years, with 
interest at 534 per cent, to Nacional Financiera, S.A.., 
a financial agency of the Mexican Government. Up to 
$8,780,000 will be extended in dollars or currencies 
other than Mexican pesos, and the remainder will be 
disbursed in Mexican currency. Repayment will begin 
after 3% years. The loan is guaranteed by the Govern- 
ment of Mexico. Four European banks and five U.S. 
banks are participating in the loan, without the guar- 
antee of the IDB, in installments maturing 3%, 4, and 
4% years from the date of the loan contract. This is 
the first time that European banks have agreed to 
participate in an IDB loan. The loan will finance the 
completion of four irrigation projects. 

Paraguay, October 2: $550,000 for 12 years with 
interest at 534 per cent, to Compafiia Algodonera 
Paraguaya, S.A., of Asuncién. Up to $330,000 will be 
extended in dollars and the equivalent of $220,000 in 
guaranies. Repayment will begin after 30 months. The 
loan will be guaranteed by Consorcio Coplata, S.A., of 
Panama, one of the principal stockholders in the 
Paraguayan company. It will help to finance the pur- 
chase and installation of equipment for the processing 
of tobacco and the production of industrial oils. 

Guatemala, October 2: $175,000 for 7 years, with 
interest at 534 per cent, to Hidroeléctricas del Atlantico, 
S.A. Repayment will begin after 30 months. The loan 
will help to expand and improve the water supply 
system of Puerto Barrios. 


Sources: Inter-American Development Bank, Press 
Releases, Washington, D.C., September 8- 


October 2, 1961. 
Chilean Budget for 1962 


The Chilean budget proposals for 1962, presented to 
the Congress in August, provide for ordinary revenues 
of E° 769.5 million and ordinary expenditures of 
E° 735.5 million. Receipts on capital account are 
estimated at about E° 444 million (including the 
equivalent in foreign currency of $323.5 million) and 
expenditure at about E° 481 million. It was explained 
that some deterioration in the fiscal position could be 
expected during 1962 owing to the need to amortize 
the bonds and bills used in the system of advance 


import deposits which the Government intends to 
abolish. The required growth in investment outlays 
would also call for increases in foreign and domestic 
credit. The budget proposals did not take into consider- 
ation legislation providing for wage increases for public 
employees, which it is estimated will cost E° 20 million 
in 1961 and E° 45 million in a full year. Financing 
provisions in the wage legislation include surcharges 
on income taxes and certain other taxes, to yield 
E° 12.6 million in 1961. Proposals for permanent tax 
increases include a monthly payment by employers of 
E” 1 for each employee receiving less than the minimum 
wage, the partial taxation of imports now exempt from 
customs duties, and the replacement of advance import 
deposits by customs charges equivalent to the present 
cost of financing the advance deposits. Altogether, these 
taxes are expected to raise E° 45.1 million in a full year. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Sep- 
tember 23, 1961. 


Summary Index 


IDB: Loans 323 
World Oil Tanker Situation 318 
Austria: Balance of Payments, First Half 1961 320 
Belgium: Export Credits 321 
Canada: Gross National Product and Balance of Payments 323 
Chile: Budget, 1962 324 
China (Taiwan): Sugar Contract with Japan 321 
Denmark: Foreign Exchange Holdings 319 
Germany, Federal Republic: Gross National Product, 

First Half 1961 319 
Iceland: Modification of Price Controls 318 
India: Balance of Payments, First Quarter 1961 321 


Japan: Bond Issue in U.S. Market 322 

Sugar Contract with China (Taiwan) 321 

Trade and Exchange Liberalization Program 321 
Libya: Economic Conditions, 1960 321 
Netherlands: Budget, 1962 320 
Norway: Economic Conditions 318 
Philippines: Measures to Ease Credit Conditions 323 
Scandinavia: Woodpulp Prices 318 
United Kingdom: Economic Developments 317 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 














